CHAPTER in.

Finance.

This chapter will first attempt a brief sketch of monetary condi- Scope or
tions, both abroad and in India, and will then give a more detailed cllaPter'
account of India's financial position as revealed in the general and
railway budget speeches made respectively by the Finance and the
Commerce Members in February 1935.

The year under review saw some betterment in world conditions Inter-
and quickening of international trade. The recovery, however,
was unevenly distributed, some countries making marked progress,
others, a little only and still others, none whatever. On the whole,
those in the sterling group fared better than those in the gold bloc.
The improvement might have been greater but for the fact that the
international political situation was not such as to inspire that
confidence in the future which assists trade revival. In the field
of finance, the silver purchase policy of the United States of America
forced up the price of that metal and led to a serious overvaluation
of Chinese currency and, finally, to the virtual abandonment of
the silver standard by China. In addition, gold-standard currencies
were subjected to severe strain and both the franc and the
belga developed weakness at times. Towards the close of the year,
a large movement of funds from Belgium threatened the stability of
her banking system and currency, and resulted, at the end of March
1935, in the adoption of comprehensive measures to save the situa-
tion. Among these were the devaluation of the belga by 28 per
cent and the resumption by Government of control over the banking
sj^stem. In Germany, the heavy imports of raw material from
foreign countries in 1933 and early in 1934 gave rise to a weaken-
ing of the exchange position and the depletion of the gold reserves
of the Reichsbank. In March 1934, drastic restrictions had been
imposed on the importation of raw materials and semi-
manufactured goods and later in the year this country proclaimed
a moratorium on the transfer of the service of her external long-
term and medium-term debts. Italy also introduced stringent
control over foreign exchange in December 1934 in order to support
the lira. Eestrictions of various kinds on imports, designed either
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